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There have been two different academic orientations of the study on labor issues 
since classical political economy: one emphasis on "economic analysis", and the other 
focus on institutional analysis. With the development of economics, there had been 
two schools of thought to explain the issue of labor: institutional school and new 
classical school. Labor economics, therefore, was formed during the academic 
controversy of these two schools. In the denial of classical economic theory, 
Institutionalism, which was based on dynamic analysis, attached importance to 
non-market forces and did research work by focusing on the real issues. New classical 
school, on the basis of classical theories, had adjusted for the lack of classical 
economic theory. During the long-term controversy, the new classical school drew on 
some thought of the other party, became the mainstream school of labor economics. In 
the 1940s, the Chicago School added theory of labor market to labor economics, 
carried out a "labor economics revolution" to overcome its defect and established the 
important position of labor economics in the economics family. 
In this paper, I compared the theory of new classical school and institutional 
school from the perspective of research object and methods and explored the process 
of the theoretical development and the characteristics of the various schools with 
particular attention to analyzing the underlying causes and impact. Secondly, based on 
comparison, I analyzed the role and significance of the controversy, explain the status 
and impact of various theories and focused on the significance of this controversy to 
the found of labor economics. Then clarified the main areas of contemporary labor 
economics and research results. At the end, I made a conclusion and did some 
prospects about labor economics and its development in China. 
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